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Editorial: Government in Business 


Prior to the New Deal, nearly all 
addresses, discussions, articles, and 
books on retailing were concerned with 
the relationships of the merchant to his 
customers, his employees, and his sources 
of supply. Today, the ever recurring 
emphasis is upon his relationship to 
government. Before 1933, the mer- 
chant could set his own policies and 
rules in the light of opportunism. The 
methods of doing business were meas- 
ured largely in terms of their effective- 
ness in yielding a _ profit. Today, 
Federal, State, and city legislatures are 
making many of the rules and the law- 
makers are answering “thou shalt not”’ 
to many practices that were accepted 
yesterday. 

It is true that such legislation as the 
anti-trust laws has long restrained 
business; but it was directed largely 
at the unusual and clearly discriminating 
practices—it had little effect on the 
attempt of the average business man to 
conduct his business by buying cheaply, 
operating economically, and setting his 
own resale price. 

The past four years have brought a 
fundamental change and the election 
mandate forecasts for some time to come 
a continuation of close governmental 
supervision. 


FEDERAL LEGISLATION 


In the field of Federal legislation, the 
Robinson-Patman Act seriously curtails 
the merchant’s freedom to contract for 
the best price he can get; the Social 
Security Act, with its old-age pensions 
and tax on payrolls to promote State 
unemployment insurance, regulates his 
system of personnel records and adds to 
his payroll costs. The National Labor 
Relations Act so supports the right of 
labor to organize and so relieves it of 
collective responsibility as to make labor 
unionism for the first time a serious 
problem in the retail business. The 
NRA set for the merchant hours of 
labor and minimum wages and drew up 
rules to control his advertising and his 
trade relations. While the experiment 
is not now the law of the land, there is 
likelihood that the hour and wage fea- 
tures will be revised under a new NRA. 


STATE LEGISLATION 


In the field of State legislation, re- 
strictions upon the conduct of business 
are much more severe. For many years, 
nearly all States have set maximum-hour 
restrictions for women and have re- 
quired merchants to carry workmen’s 
compensation insurance. To these es- 
tablished regulations have been added 
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many others. These include minimum 
wage laws, fair-trade practice acts, un- 
fair-practice acts, anti-discrimination 
laws, occupational license taxes, occu- 
pational restrictions, excise taxes, chain- 
store taxes, and sales taxes. 


NEW LEGISLATIVE PROPOSALS 


Not only have many new regulatory 
laws got into the statute books but 
many others, some of even more radical 
nature, are being proposed. Senator 
Tydings has introduced a Federal price- 
maintenance bill. A pressure group 
wants to prohibit a retailer from engag- 
ing in manufacturing or a manufacturer 
from engaging in retailing. A Child 
Labor Amendment to the Federal Con- 
stitution is awaiting ratification by 
twelve more States in order to reach the 
required number. A number of Federal 
minimum-wage laws are in the offing. 
A thirty-hour week for industry has also 
been seriously proposed. A design regis- 
tration bill passed one house of Congress 
last year and has a fair chance of being 
enacted this year. Amendments pro- 
posed for the Federal Food and Drug 
Act may further restrict the retailer’s 
freedom to stock goods for which he 
finds a demand. Some States are now 
drafting legislation after the Federal 
Robinson-Patman Act to eliminate price 
discrimination among buyers in intra- 
state as well as in interstate commerce. 
Others hope to establish State trade 
commissions to ban “loss-leader’’ sales. 

While the economic soundness of 
some of this overabundant legislation 
may be seriously questioned, it must be 
recognized that the tide of reform is still 


running strong and that the less efficient 
are learning their power at the polling 
place to curtail their stronger competi- 
tors. A keen, if occasionally somewhat 
perverted, sense of social justice is being 
placed ahead of economic considera- 
tions of low price and volume distribu- 
tion. 


THE MERCHANTS’ RESPONSIBILITY 


The great mistake made by business 
men is to dismiss much of the proposed 
legislation as the dream of crackpots 
and impossible of realization. Not until 


_ after laws have got into the statute 


books have business men taken them 
seriously, and then they have looked to 
the Supreme Court for relief. 

The crying responsibility of the mer- 
chant today is not to oppose teal reform’ 
and sound proposals for social justice 
but to take every proposal seriously and 
to resist the inclusion in the laws of 
unsound provisions. Business must be 
heard in the councils of the lawmakers 
before, not after, selfish and shortsighted 
persons have run wild. 

The American Retailers’ Federation 
provides an instrument for this purpose. 
But it cannot be effective unless sup- 
ported by the great body of merchants 
and unless advised by an enlightened 
membership that voices on every pro- 
posal its opinion based on practical 
experience. 

If the retailer continues to disregard 
proposals until they have become the law 
of the land, he has himself to blame if he 
becomes seriously hampered in the per- 
formance of his distributive function. 

J. W. W. 


The Second Generation in 
Retailing 


S. Lioyp JoNEs 


Although this study is directed toward the education of the merchant's 
son, most of the suggestions will apply with equal force to the training of 
any young man or woman who is considering retailing as a career. 


Retail merchants, if one may judge 
by frequent statements, have realized 
more keenly in recent years the neces- 
sity for properly preparing their children 
for life than ever before and it is probable 
that the same may be said for other 
business men. There are several reasons 
why this is so. 

Since 1929 there have been many 
retail-store failures and a great many 
more retail-store reorganizations. The 
number of these failures and reorganiza- 
tions, which can be attributed directly 
to the failure of the second generation 
to live up to its responsibilities, seems 
to warrant the conclusion that the second 
generation has been not only second but 
secondary. It is unnecessary to offend 
by citing specific examples. Any one 
familiar with retailing can name from 
his own experience some business trag- 
edy of the second or third generation. 
Perhaps second generations have been 
given too great a task when they have 
been asked to solve management prob- 
lems involving outworn operating poli- 
cies, old and even decrepit employees, 
changes in community conditions and 
customer demand, but to admit such to 
be the case is to concede that the life 
of a store is no longer than one genera- 
tion. The founders of our stores of 


today survived a number of depressions 
and it is fair to assume that they would 
have survived the current depression, 
given an opportunity to meet it. In 
fact, the real test of whether manage- 
ment has been actually functioning as 
management, or merely riding the wave 
of prosperity, is proved by its ability to 
go through a period of depression. 

Many wealthy merchants of 1929 and 
prior years have found that their for- 
tunes have greatly diminished. These 
experiences have shaken or destroyed 
nearly every one’s sense of security. It 
has become almost commonplace for a 
man to query in a bewildered manner 
as to the sense of a lifetime of labor to 
provide material wealth if it is to be 
wiped out overnight by the irresistible 
action of great economic forces. We 
are in a rapidly changing society today. 
Changing conditions require constant 
readjustment and what the future 
changes will be cannot be foreseen nor 
provided for, except as future genera- 
tions are trained for the task. Indeed, 
social changes are taking place so rapidly 
that it is not inconceivable that the next 
generation will be called upon to partici- 
pate and achieve success in a radically 
different social order. Indications are 
that in this new social order inherited 
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wealth will play a less and less important 
part. Thedifferentialin monetary reward 
for work done will not be nearly as great 
as at present and an individual will have 
to be extremely capable to receive more 
than average pay. Satisfactions will 
probably come for the most part in 
doing well work which one enjoys. 


SECURITY ACHIEVED THROUGH CAREFUL 
TRAINING VS. WEALTH BEQUEATHED 


The man who hopes to discharge his 
responsibilities to his children by will 
fails. In giving his children an inheri- 
tance, a man gives only what he can no 
longer use and his children receive only 
what is left after the man himself is 
gone. The priceless gift that a man 
should endeavor to give his children is a 
knowledge of life and how to live it. 
This implies standards of value, vision, 
judgment, comprehensiveness, character, 
personality, knowledge, skill, ability, 
and experience. Certain it is that a 
child cannot be too well equipped for 
life and that the ceaseless efforts of 
parents at home and educational or- 
ganizations outside of the home from 
the date of birth on, wisely applied, 
cannot overprepare the child for life. 

The cause for the failure of the second 
generation in nine cases out of ten may 
be attributed to the parent who founded 
the business but failed to realize the 
importance of giving to his children the 
proper training and experience to carry 
on the business. A chief executive of a 
store may work long hours for many 
years to build a successful business, at 
the same time denying himself comforts 
in order that he may carry large amounts 
of life insurance, all for the protection 
of his family. But he does not give 
nearly the proportionate amount of his 


time and effort to the preparation of 
his children for the task of continuing 
the business. The futility of the strug- 
gle to build a business and achieve a 
position of wealth, if it is not accom- 
panied by the proper training of those 
who are to succeed to that business and 
to that wealth, should be obvious. 
What distorted sense of values must 
have driven our builders of big business 
to devote ten and twelve hours a day 
to that task and not reserve even one 
hour for the training of their successors, 
their children, for whom they claim to 
be slaving their lives away? Thought- 
ful merchants recognize as never before 
that what their children have within 
themselves, within their own brains, are 
about the only things that cannot be 
taken from them and that it is a much 
better investment of time and money to 
counsel and advise with their children, 
help in their training, participate in 
their education, than simply to accumu- 
late wealth to bequeath them. 


SHOULD MERCHANTS’ SONS 
BE MERCHANTS? 


The store owner or chief executive 
who has a son or nephew or other mem- 
ber of his family whom he wishes prop- 
erly to train for a successful and happy 
business life must consider whether 
that person should enter the retail- 
store field or not. Parents seem to be 
of two types. Those of one type take 
such personal pride in having their sons 
follow in their footsteps that they 
give no consideration to other factors. 
Those of the other type deprecate their 
own business. They are always wish- 
ing they had engaged in some other line 
of work that appears to them to be of 
an easier or more congenial character, 
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not at all recognizing that frequently 
other pastures only look the greener. 

Parents should certainly try to take 
an unbiased view. They ought to 
recognize that the son should make the 
final decision and that the best thing 
for them to do is to assist in an impartial 
appraisal of all the facts that might 
properly influence the son’s decision. 

A particular store, under consideration, 
may be in a poor location, have limited 
volume possibilities, may be in a dying 
community, or have other disadvantages 
which make it an undesirable business 
in which toengage. The facts surround- 
ing the particular store in question would 
have to be considered in every case. 
Another point to be considered is the 
desirability of the retail store as a 
business. Is it of such character as to 
make it a desirable business for a family 
to engage in for successive generations? 
This question, it is believed, can be 
answered without hesitation in the 
affirmative. A retail business can be 
operated on a high plane and render a 
real service to its community. There is 
nothing indigenous to the business that 
need cause any man, even with the most 
exacting conscience, to feel ashamed. 
The physical environment is such as to 
promote good health or at least not 
prevent its maintenance. There is a 
continual challenge that compels mental 
alertness. The contacts in buying and 
selling cover such a broad field that 
breadth of view and understanding of 
human nature must be a part of any 
successful merchant’s character. 


SHOULD SONS SUCCEED THEIR FATHERS? 


Another set of factors that should be 
carefully examined are those relating to 
the advantages and to the dangers of a 


son working under his father and 
succeeding to his business. First, what 
are some of the dangers? It frequently 
happens that the son, even though care- 
fully trained and successful in his 
father’s business, has a sense of having 
been thwarted, of not having had the 
satisfaction of accomplishment entirely 
on his own initiative. This may result 
in an argumentative disposition and an 
insistence on courses of conduct, regard- 
less of consequences, or it may result in 
failure to develop initiative and self- 
reliance, and unwillingness to take 
responsibility. There are many other 
unfortunate situations which may de- 
velop as a result of a son succeeding his 
father in business. Some of these will 
be mentioned later. However, it would 
seem that most or all dangers inherent 
in the situation can be avoided if the 
son decides, after careful consideration, 
that he wishes to go into his father’s 
business and the father exercises proper 
care in training him before and after the 
son actually comes into the business. 
The advantages in having sons suc- 
ceed fathers are many. The son goes 
through a long and careful period of 


‘training. He has the advantage of 


sage counsel, he succeeds to a position 
of prominence in the community, he 
has the advantage of family prestige and 
good will. If he is capable he will soon 
be in a position to go on from where his 
father left off, rather than start from 
scratch. 

The difficulty of getting the proper 
foothold elsewhere should be empha- 
sized. It is thought by some that the 
business frontiers have been so thor- 


‘oughly developed that a young man 


going out to earn his way in the world 
has a more difficult problem than ever 
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before; that he is more likely to be 
forced to accept and remain in a type 
of employment that happens to need 
men at the time he is seeking a position 
than he is to find an opening in just 
the type of work that would get his in- 
terest and hold his interest through life; 
that the opportunity to follow one’s 
parents in a business and eventually 
succeed to that business should be re- 
garded as a more attractive proposition 
than ever before. 

Any final choice of vocation is out of 
the question during the formative period; 
nevertheless, it is during this formative 
stage that most can be done to ensure 
the child’s success in whatever vocation 
he finally selects. Those character traits 
which make for success in retail stores 
or other business enterprises or, for that 
matter, in the fine arts, politics, or any 
other pursuit, are essentially the same. 
Some of those desirable character traits 
for which the foundation is prepared in 
early life are: 

1. Ability and willingness to work 

hard 

2. A sense of values; a sense of what 

is worth working for 

3. Knowledge of human nature 

4. Sincerity of purpose 

5. Capacity for great detail when 

occasion requires 

6. Ability to pick and train capable 

assistants 

7. Willingness to delegate authority 

and responsibility 

8. Qualities of leadership 


WORK 


A man’s attitude toward work is very 
largely a matter of early training. 
What was the attitude toward work in 
the home in which he was reared? The 


home should be organized, regardless 
of the family’s financial position, to 
provide definite duties and responsibili- 
ties for the children. Many people 
have noted the number of successful 
executives who were reared on the farm 
and have attributed their success to 
early life in the open. May not their 
success come rather from early training 
to work? The son must be taught to 
work. This can be done by example, 
by offering inducements, by giving or 
withholding praise, or by other methods, 
but it must surely be done. A boy 
cannot loaf to maturity and easily acquire 
the habit of working thereafter. He is 
much more likely to loaf through life. 
It is pertinent to consider at this place 
the time when a boy should actually 
begin work in the store. Since the pur- 
pose will be to teach the boy to work 
rather than to teach him the store 
business, although the latter may hap- 
pen as a by-product, it would seem 
reasonable for him to start working in 
the store as soon as he is old enough to 
do any work for which boys of approxi- 
mately the same age are employed. 
He should not be made to feel that he is 


being tied in any final sense to the retail- 


store business but rather that this life 
includes work for all of us and that he is 
old enough to begin. It will require 
judgment on the part of parents to 
determine how much work and how 
much play there should be, but vacations 
and summers are available for work and 
it would be unfortunate if work never in- 
terfered with parties and athletics. 
Frequently, the mistake is made of 
assuming because a boy is busy and 
active that he is a worker. This is not 
necessarily true. It is human nature 
to be active but it is not human nature 
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to concentrate on one thing or one task 
for any length of time. Man must train 
himself and be trained to follow a job 
through to its conclusion. The force 
which keeps bringing a person back to 
the particular job after each new dis- 
traction is the incentive for finishing 
that particular piece of work. It is the 
character of the incentive that gives 
direction to man’s efforts. It follows 
that the man with the correct sense of 
values will use his efforts in the right 
direction. If then a child grows up with 
a proper appreciation of and desire for 
the worth-while things in life, he will 
make a real effort directed toward their 
attainment. 


MONETARY AND OTHER REWARDS 


Monetary reward, or rather the things 
that money will buy, is one of the chief 
incentives for effort in our present 
society. It is important that a child 
be taught the value of money in terms 
of the worth-while things it will pur- 
chase. One of the most important 
worth-while things money aids in obtain- 
ing is the satisfaction of the necessities 
of life—food, clothing, and shelter. 
Also, its possession beyond immediate 
needs carries with it a sense of security 
against misfortune. If a child grows 
up under conditions in which his wants 
are never denied, he is in danger of 
failing to appreciate the true value of 
wealth and he is also in danger of acquir- 
ing a false sense of security. 

It is very difficult to appreciate the 
value of something that one has never 
been without. Parents who are not in 
a position to teach their children the 
value of money through the actual 
experience of dire privation are con- 
fronted with a difficult problem. Some 


ways in which parents have tried to 


teach the value of money are: providing 
a fixed allowance too small to meet all 
of the child’s desires; paying a certain 
amount for certain tasks performed; 
and requiring damaged articles to be 
repaired out of allowance. But perhaps 
the best method is for the parents con- 
stantly to set an example by always 
showing real appreciation for the value 
of money in the little as well as in the 
big expenditures. 

There are, of course, values not attain- 
able through money and as has been 
previously stated social trends indicate a 
state in the not too distant future when 
there will be an increasingly large group 
of values and incentives entirely outside 
the scope of money. It is the absence 
of any of these other. values as incen- 
tives that so frequently causes the failure 
of the second generation. Parents fre- 
quently have been so successful finan- 
cially that it seems unnecessary for 
their children to exert effort to acquire 
additional wealth and they are left 
without any purpose in life. It is 
especially important that children of 
wealthy parents be trained to appreciate 
other values besides those money will 
buy, such as responsibility to fellow men, 
pride of accomplishment, honor, and 
public acclaim. If a parent can give 
his son through careful training a real 
sense of values, he has contributed 
greatly to that son’s success and happi- 
ness. 

There are other character qualities 
which may be developed and which the 
parent should endeavor to teach his son. 
Absolute honesty is one; understanding 
of human nature and respect for per- 
sonality are others. Not every char- 
acter quality can be taught every child 
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with equal success, but undoubtedly 
every character quality is greatly modi- 
fied by home environment and training. 
Qualities of leadership seem to be more 
inherited than acquired, while the direc- 
tion of that leadership, whether it goes 
to crime, profligacy, or constructive 
leadership, is very largely a matter 
of training. Probably before a boy 
reaches the age when it is practical for 
him to decide about his vocation, he has 
either acquired or failed to acquire 
those qualities that will make for his 
success or failure. At least a good or 
bad foundation has been laid. 


COLLEGE 


Before a boy reaches college age, a 
decision must be made as to whether 
he should attend college or not. The 
advantages of a college education as 
the background for business have been 
disputed by many. There are em- 
ployers who show a decided preference 
for noncollege men. Further, it must 
be admitted that many of the most 
successful merchants never had much 
formal education. However, it prob- 
ably has not been finally determined yet 
whether the boy is going into business 
or not, or into what kind of business, 
although there should be a number of 
evidences as to the boy’s inclination. 
It must be recognized that the man just 
out of college is not nearly as well 
equipped for handling a specific job in a 
retail store as a man of equal ability who 
has had four years’ experience in the 
store. However, the disadvantage of 
inexperience will disappear in time and 
the college man will make much more 
rapid strides, provided he is not handi- 
capped by being given too great authority 
and responsibility before he is equal to. 


it. The background of culture and 
general understanding of the world af- 
fairs obtained through a college educa- 
tion is very desirable equipment for any 
future business executive and the dis- 
advantage of the loss in experience may 
be easily overcome in a period of years. 

Whether in selecting a college the 
purpose should be to provide a liberal 
education or to provide vocational train- 
ing is the question to be decided, once 
it is agreed that a college education is 
desirable. A common solution is the 
liberal-arts college for four years, fol- 
lowed by graduate work in a business 
school. The purpose of a liberal-arts 
college is to give the student a general 
knowledge of the history of our civiliza- 
tion and at least a superficial knowledge 
of the storehouse of knowledge in 
various fields, together with an under- 
standing of the direction in which the 
fields are moving. That is to say, it 
gives an understanding of what consti- 
tutes our civilization today, what its 
development has been and what it may 
bein the future. Further, it undertakes 
to teach the student some measure of 
independent thinking and the habit of 
tapping this storehouse of knowledge as 
he needs specialized information during 
the rest of his life. Admittedly this is 
desirable training to have. Certainly, 
it is desirable equipment for the retail- 
store executive when he takes his place 
of responsibility in the community. 


SPECIALIZATION IN COLLEGE 


The purpose of business training at 
college is to equip the student to do a 
particular piece of work and to give him 
an understanding of the economic trends 
in which business in general and his 
business in particular operates. In fact, 
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college business training is training that 
emphasizes one of these fields of knowl- 
edge, all of which the liberal-arts college 
covers in general. | 

There can be varying degrees of em- 
phasis on the particular field as com- 
pared with the general, and a college 
can be selected which will give almost 
any range of specialization. To lay 
down a blanket rule that all students 
should attempt a certain degree of 
specialization is impossible. There are 
too many factors to consider. The 
most that can be done is to list some 
of the questions that should be given 
consideration: 


The mental ability of the boy might make the 
acquiring of the liberal-arts education followed 
by a business education a very easy and speedy 
matter or, on the other hand, the boy’s abilities 
and interests might be such as to justify his 
undertaking only the business education. 

The age at which the boy will finish college 
and come into the store should be considered; 
also the age of the parent and the probable time 
after college that the son will have in the store 
before he is required to take full responsibility 
for the business. 

The financial requirements of an extended 
period of education must be considered. 

The present and future social contacts of the 
boy might make the lack of a liberal-arts educa- 
tion a real handicap. 

During college parents must recognize 
that their son, whom they have pre- 
viously watched over and guarded so 
carefully, is an individual, a personality, 
aman among men. The parent cannot 
avoid having a great influence on his 
son during college years and any failure 
to readjust the relationship or attempt 
to avoid it only affects the character of 
that influence. A recent study of the 
various factors within and without the 
college influencing the character of col- 
lege students showed that, even while 


the students were in college, the home 
was the greatest influence they had. 
The impact of personality is the greatest 
factor in character building and parents, 
whether they realize it or not, with their 
ordinarily strong emotional attachments 
and their frequent contacts with their 
children, have more to do with forming 
the character of their children than any 
one else. 


THE CHOICE OF VOCATION 


Some boys seem born for a particular 
type of work and never waver in their 
desire to follow a certain vocation. 
Other boys never seem to know what 
vocation they want to follow. Some 
are torn by their interest in two or three 
different vocations and cannot make a 
choice. The boys in the first class are 
relatively few compared to those in the 
latter two classes. Most parents, if 
they have the confidence and comrade- 
ship of their children, will have more 
than one opportunity to discuss various 
vocations with them and, as a boy grows 
older, the parent should endeavor to 
make these conferences more compre- 
hensive and serious. 

It is difficult to overemphasize the 
importance of making the right choice. 
Much inefficiency, maladjustment, and 
downright unhappiness is the result of . 
trying to fit a square peg in a round 
hole. Just because a man is a capable 
store executive does not mean that his 
son may not have entirely different capa- 
bilities and interests, perhaps profes- 
sional, artistic, or mechanical. Within 
the field of executive management, there 
might be strong preference for banking, 
or insurance, or advertising, as opposed 
to retail-store work. 

It frequently happens that parents 
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and son are unable to judge of these 
capabilities and interests. Psycholo- 
gists and personnel experts have devised 
and standardized tests for this purpose 
and certainly the importance of the 
decision warrants the effort necessary 
to take these tests. These tests are 
not wholly to be relied upon, but are 
helpful in developing new angles regard- 
ing a person’s capabilities or confirming 
opinions already formed. It would be 
well also to consult with some person, in 
whom both son and father have con- 
fidence, who is competent to advise on a 
choice of vocation. 

It is important both for father and 
for son to realize that college is only one 
step in the educational process and that 
training must continue after college. 
Whether this further training should 
take place in the parent’s store or some 
other store is the next question to be 
decided. The answer depends upon 
conditions and opportunities. If there 
is an opportunity for the boy to go into 
another store of the right kind, in the 
writer’s opinion, it is desirable for him 
to do so. It will give him a chance to 
get the rough edges rubbed off and come 
into his father’s store with less chance 
of making serious blunders. 

The first prerequisite in the right store 
_ should be strong personalities in the 
executive personnel with whom the 
young man will have some chance for 
contact. At this stage in a man’s 
development there is perhaps nothing 
as valuable as contact with truly big 
personalities. The store should be suc- 
cessful and of the same general type 
and size as the store into which the 
young man will finally go. The mis- 
take of going into a store for experience, 
just because that store is large, should 


not be made. The experience would be 
much more valuable obtained in a store 
of approximately the same size or 
possibly a little larger than the parent’s 
store, but it should be a store doing a 
really outstanding job. If it is not 
possible for the college graduate to go 
into an organization of the type de- 
scribed, if the parent’s store is as pro- 
gressive or more so, if the personalities 
within the parent’s own organization 
are the equal of those with whom the son 
will come in contact in another organiza- 
tion, then let him start in his parent’s 
own store. 


START AT THE BOTTOM AND WORK UP OR 
START AT THE TOP AND LOAF 
DOWN 


Perhaps the most difficult problem of 
the entire training period arises when 
the son is actually brought into his 
parent’s store. The problem is to see 
that the son gets training in details of 
the various phases of a business that 
require a lot of routine work, without 
getting disgusted. The parent should 
endeavor to give the son a long-range 
point of view of his place in the business, 
so that the value of knowing the busi- 
ness thoroughly and in detail will be 
apparent. 

Often, the parent is so pleased that 
his son at last is back with him and on 
the job that he turns over important 
duties and responsibilities to him and 
listens to his son’s statements and criti- 
cisms as though they were inspired. A 
frequent practice is to place the son in 
the accounting office and have him help 
prepare budgets, sit in on consultations 
regarding business procedure and policy, 
and, in general, give him the rewards of 
success without first having earned 
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them. This prevents his actually learn- 
ing the business from the ground up and 
puts him on the defensive, because he 
is undertaking duties for which he is 
not qualified. Instead of being in a 
position where he can ask questions, he 
must pretend that he knows all. Trou- 
bles are almost sure to begin within a 
year at least. The budgets prepared by 
the son are probably out of line, being 
based upon theory rather than practical 
experience. The executives of the first 
generation try them and find they do 
not work, then criticize all budget work 
as entirely theoretical. The second 
generation knows that they are being 
used and are working in other stores 
but he cannot convince those in final 
authority. A conflict is set up and the 
first generation tends only to tolerate 
the second. The second generation 
loses interest and decides not to work 
very hard until his father dies and he 
can run the store to suit himself. 
When that time comes, he is far from 
qualified for the job. 

The place at which the son, coming 
into the store, should start depends on 
how far along he has got in another 
store, or what progress he has made 
during summers and vacations. If he 
has had no previous store experience, 
he should have experience in all phases 
of the business before he reaches an 
executive position. If this process takes 
several years, he will be only the more 
capable of doing his job well when he 
does get to be an executive. 

Let him have the experience of selling 
behind the counter. Let him ride a 
delivery truck as driver, or driver’s 
assistant, work in the receiving room, 


employment office, the training depart- 
ment, the accounting office. Only by 
such a procedure can the first genera- 
tion hope to have the second come to 
an executive position with anything 
like the instruction that the first gener- 
ation gained through years of experience 
building the store. Of course, it will 
not be as long-drawn-out a process as 
the first generation may have gone 
through, but it should be rigorous. 

It should be made clear to other 
major executives of the store what their 
positions are and to what extent they 
may be affected by family relationships. 
Capable executives are not attracted to 
a business where their opportunities 
are meager. Many cases are known 
where good executives have left a store 
because they felt there was no real 
opportunity for them individually, due 
to the fact that there were members of 
the family in the organization. The 
store is therefore doubly handicapped 
that has a number of incompetent 
second- and third-generation executives 
coming along, because they cannot do 
the job themselves and competent exec- 
utives are not attracted to such a store. 

No reference has been made to the 
family quarrels that so frequently de- 
velop in second and third generations 
in stores and that are so detrimental to 
the success of the store. It is my belief 
that proper education and training will 
go a long way toward eliminating and 
minimizing these family differences. 
Certainly department-store executives 
who are well trained and efficient will 
find less to quarrel about and be less 
inclined to quarrel than those who are 
inefficient. 
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Buying Plans 


From the standpoint of buying technique, three classes of goods may be 
distinguished. The problem involved in controlling the purchases of each 
class is explained below. 


The student of retail buying should 
distinguish between the three following 
types of buying operations: 

1, The periodic fill-in of staple stocks 
2. The periodic replacement of fast-turning 


fashion stocks 
3. The seasonal ordering of stocks 


FILL-IN OF STAPLE STOCKS 


The great majority of convenience 
goods sold in stores represents items in 
constant demand that are replenished at 
frequent intervals. Drugs, groceries, 
notions, stationery, and tobacco prod- 
ucts are examples of this type. There 
are many shopping items also that have 
a long life and that are regularly 
replenished. These include, among 
others, hosiery, gloves, underwear, men’s 
collars, towels, and sheets. The manu- 
facturers and wholesalers of such staple 
merchandise carry stock assortments 
and are prepared to make delivery to 
stores as soon as orders are received. 

Since identical articles are in demand 
over a long period of time, the buying 
problem is simpliiied and is limited 
solely to a determination of how much 
to buy when the stock sells down to a 
danger point. Formulas for this pur- 
pose have been devised. These may 
be applied whenever it is possible to 
forecast the rate of sale of the item in 
question. They are as follows: 

1. Stock point at which a reorder should be 
placed = (delivery period + safety 
factor) X weekly rate of sale 
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2. Reorder quantity = (delivery period + 
safety factor + reorder period) X 
weekly rate of sale — (stock on hand 
+ stock on order) 


For example, an article may take one 
week for delivery from the vendor, and 
it may be deemed practical to reorder 
once in two weeks on the average. 
Furthermore, because of unforecastable 
fluctuations in the rate of sale, it may 
be decided to carry on hand an extra 
week’s supply as a safety factor. The 
rate of sale may be 25 a week. At a 
weekly check-up of the stock, 40 may 
be on hand and 6 on order. 

The reorder point = [1 (delivery period) + 1 
(safety factor)] X 25 = 50 

Since the stock on hand and on order 
is less than this amount, a reorder 
should be placed at this time. The 
amount is determined by applying the 
second formula: 

Reorder quantity = [1 (delivery period) + 1 

(safety) + 2 (reorder)] X 25 — (40+ 6) = 

4 X 25 — 46 = 100 — 46 = 54. 

A reorder of 54 pieces, at this time, 
will keep the stock in proper relation- 
ship to sales. If sales vary from the 25 
a week, an adjustment will be made 
when the next reorder is calculated two 
weeks hence. 

For merchandise of the type dis- 
cussed, the most common practice is 
to take a physical inventory at the 
planned reorder period—every two 
weeks in the example—and to compute 
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the sales for the elapsed period as 
follows: 

Inventory beginning of period + subsequent 
purchases — inventory end of period = 
sales. 

From this figure of past sales, an esti- 
mate is made of the probable weekly rate 
of sale for the immediate future; and 
the estimated sales figure is used in the 

formula for the reorder quantity. 

The principle involved in such a con- 
trol system for staples is to build the 
stock up, at each reorder period, to a 
predetermined number of weeks’ sup- 
ply. In the example above, this is 4. 
Four weeks’ supply should be on hand 
and on order to ensure against running 
out of stock before the reorder comes in 
and to avoid carrying on hand more 
stock than is necessary.! 


FILL-IN OF FASHION STOCKS 


The demand for styles in fast-turning 
fashion merchandise, such as dresses 
and millinery, changes so fast that it is 
not practicable to maintain a running 
supply of particular styles. Each pur- 
chase largely involves new styles, al- 
though certain successful styles may 
be reordered a few times. The chief 
merchandising problem is to maintain 
a continual flow of new styles into stock; 
and the rate of this flow must be in 
proportion to the rate of sale. 

Since it is not possible to determine 
a weekly rate of sale expectancy for 
individual styles, another control unit 
must be set up. This is usually the 


price line in each classification. That. 


is, it is possible to determine the prob- 
able number of street dresses, for 


1 For further discussion of this method of buying, the 
reader should refer to the following source: John W. 
Wingate, Reteil Merchandise Control (New York: 
Prentice-Hall, Inc., 1933), pp. 433-466. 


example, that will be sold at $10.95, 
where it is impossible to forecast the 
sales of individual styles that make up 
the assortment at this price. Demand 
by classification and by price is rela- 
tively staple in spite of style changes. 
Other characteristics that may be fore- 
castable are color, size, and material. 

Since there is a continual demand for 
street dresses at $10.95, the group rather 
than the individual style may be used 
as the unit in computing reorder quanti- 
ties. The formulas already presented 
may be used with slight modification. 
Again, the delivery period, reorder 
period, and safety factor must be con- 
sidered, but the safety factor must be 
set large enough to ensure an adequate 
assortment when stocks are at their 
lowest just before a fill-in arrives. For 
example, the buyer will probably fill-in 
his stock of street dresses every week; 
a weekly reorder period. Delivery may 
take three weeks, since manufacturers 
do not generally carry stocks as in the 
case of the staples discussed. Sales 
averaging 50 a week for the next few 
weeks may also be expected in the 
$10.95 price range. A minimum assort- 
ment at this price to ensure an adequate 
assortment of sizes, colors, and styles 
may be estimated at 100, a two weeks’ 
supply; this is the safety factor. At 
the regular weekly check-up, there may 
be 140 of the $10.95 street dresses on 
hand and 95 on order. Applying the 
formula: 


Reorder quantity = [3 (delivery) + 2 (safety) 
+ 1 (reorder)}] X 50 — (140 + 95) = 
6 X 50 — 235 = 300 — 235 = 65. 


In practice, once it is determined 
that the stock should be built up to a 
six weeks’ supply, the sales for the 
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coming six weeks will be estimated, 
giving a maximum from which to sub- 
tract the stock on hand and on order. 
Planning the sales for the control period 
is likely to give more accurate results 
than attempting to plan an average 
rate of sale. 

Once it has been determined that a 
certain number are to be bought in a 
classification and price line (65 in the 
example), the planned quantity will be 
distributed to sizes and colors depending 
upon the distribution of the stock now 
on hand and on order. More items, of 
course, will be carried in the important 
sizes and colors than in the secondary 
ones. 

The use of the above plan increases 
and decreases stocks with increases and 
decreases in sales. It does not follow, 
however, that an attempt should be 
made to keep stocks on hand and on 
order always equal to a given number 
of weeks’ supply, such as 6 in the ex- 
ample. During very busy periods, when 
sales are running as much as 100 a 
week it may not be necessary to have 
a safety factor as large as two weeeks’ 
supply; one and one half may be ade- 
quate. Again, during busy periods, 
orders may be placed more frequently 
than once a week. The delivery period 
may also vary in different seasons. 
Thus, the maximum stock in terms of 
weeks’ supply may need periodic adjust- 
ment. But once determined carefully 
for any period, it provides a scientific 
method of determining correct amounts 
to order in the various classifications of 
fashion merchandise.” 


2 For a further discussion of this problem the reader 
should refer to the reference in Retail Merchandise Control 
already cited. 


SEASONAL ORDERING OF SEMIFASHION 
AND STAPLE STOCKS 


A very considerable portion of the 
goods handled in a department or 
specialty store cannot be ordered by 
means of either of the methods outlined 
above. There are many lines where 
vendors do not carry stocks and where 
the quality and workmanship obtainable 
are greater the earlier orders are placed. 
Nor do styles change so rapidly as to 
make it imperative that a continual 
flow of new styles be maintained through 
the season. The merchandising of 
many lines cannot be accomplished by 
weekly fill-ins but rather by seasonal 
orders. Examples of such goods are 
men’s and boys’ clothing, shoes, furni- 
ture, and piece goods. 

In these lines, most of the buying is 
done well before the season commences. 
While there is some filling in, this may 
represent only a small fraction of the 
buying, whereas in the case of staples 
and fashion items discussed most of 
the season’s buying takes place at 
weekly or other periodic fill-ins. Suc- 
cess in buying goods of this third class 
depends upon the accuracy of long- 
range forecasting. 

An example of seasonal buying will be 
taken from the boys’ clothing depart- 
ment. The largest classification of 
goods in this department is suits. 
These are subdivided into two color 
groups, navy and fancies (all other than 
navy). The former are handled largely 
as described for staples, since the manu- 
facturer carries a stock and stands 
ready to make prompt deliveries as he 
receives periodic reorders. In the case 
of fancies, however, the buyer must 
plan in November his probable sales 
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for the entire spring season, February 
through July. He does this by price 
lines as follows: 


Fancy Suits 
Per Cont of Spring 
Price Ordered in November 
$19.75 100 
16.75 80 
13.75 (best price) 60 
10.75 50 


It will be noted that all of the better 
suits that he thinks he will need are 
ordered months in advance. This en- 
sures good workmanship and quality 
materials that may not be available 
during the season. Lower priced mer- 
chandise and job lots will be avail- 
able, so it is not wise to commit one’s 
self for the entire season’s needs at 
$10.75. Again, markdowns will be 
necessary; thus the lower price lines 
will be partly filled in from the higher 
ones. 

To the uninitiated, it may seem very 
difficult to anticipate in November just 
what styles, colors, and sizes will sell 
next spring and how many of each. 
But the experienced buyer, backed by 
adequate records of past sales, does not 
find the problem insurmountable. If 
last year he sold 300 suits at $19.75, if 
business is running 10 per cent ahead 
with particular gains in the higher 
price lines, he is justified in committing 
himself for 340 suits. These may then 
be distributed by size according to the 
size distribution last year. This may 
lead to an expectancy of 70 fancy suits 
in size8. Next it is a matter of selecting 
the outstanding styles. The buyer has 
a mental picture of the details of the 
suits that have sold best and he has 


many manufacturers’ samples to inspect. 
These samples incorporate the features 
that each believe will be in demand dur- 
ing the coming season. The buyer’s 
knowledge of past demand in his own 
store, supplemented by his newly gained 
information as to what features most 
vendors agree upon, give him an ade- 
quate basis for selection. Since the 
styles are not going to change day by 
day during the season, the buyer who 
can begin his season with a carefully 
planned assortment of leading styles 
and good values has little to fear, even 
though most of his stock has been 
bought before any sales have been 
made. Of course, some mistakes will 
occur, but the original markup allows 
for markdowns on the occasional style 
or color that fails to sell during the 
season. Again, many items can be car- 
ried over at little loss. For example, a 
men’s clothing chain ordered its fall 
supply of topcoats well in advance but 
the unseasonable change in weather from 
very warm to cold killed the topcoat 
season and left the chain with a large 
stock on hand. But the topcoat in 
demand in the spring is the same article; 
so the goods were stored and sold readily 
some months later. 

The method of seasonal buying out- 
lined above has much to recommend it 
from an economic point of view. It 
makes it possible for the manufacturer 
to distribute his production over the 
year. This results in lower cost, better 
workmanship, and better service. Since 
the advance commitments seldom cover 
all the season’s expected requirements, 
an overoptimistic plan will not neces- 
sarily lead to overstocks, but rather to 
a reduction of fill-ins as the season 


progresses. 
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New Faces 


ELIZABETH BurRRIS-MEYER 


Little expert information is available in regard to the essentials of a 
store front. This article makes a distinct contribution to this most im- 
portant form of sales promotion. 


With the marked recovery in busi- 
ness and with an increasing certainty 
that improvement will continue for 
some time to come, merchants are giving 
increased attention to the remodeling 
of their fixed plant and equipment. A 
large outlay of money is not so neces- 
sary for this task as is careful thought 
and analysis of each store problem. 
The modern store is rapidly ceasing to 
be purely an architectural shell in which 
a merchant stores and sells goods. 
The modern store is a background 
against which is displayed merchandise 
in such a manner that the consumer is 
enticed to buy things he does not need 
as well as the necessities of life. Few 
large retailing stores would stay in 
business if they sold only to those who 
needed food to keep from starving, or 
clothes for modesty and warmth. 

By store background is meant not 
simply the store interior, but also the 
facade or street face. Just as a keen, 
pleasant, fresh, or alluring face will at- 
tract interest and comment in a crowd, 
so will a store face that is distinguished 
by intelligent design and color attract 
attention among its competitors. The 
enthusiasm for face lifting has attracted 
many contractors and builders who 
know nothing of the psychology of 
merchandising and human behavior or 
the technique of using light in the 
business of designing store fronts. 
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FUNCTIONS OF THE STORE FRONT 


A successful store front must accom- 
plish two things: (1) attract attention to 
the store, and (2) establish a memory 
of the firm name, the location of the 
store, and the type of merchandise to 
be sold there. The front, then, has a 
more comprehensive function than the 
interior, which acts as a foil or back- 
ground for the merchandise itself. 

In order to attract attention to a 
store, it is not necessary to use strong 
color or bizarre design. Carefully con- 
ceived design and color selected with a 
nice consideration for (1) the location 
of the store, (2) the type of customer 
who will do the volume buying, and (3) 
the scale and quality of the merchandise 
will produce a store front that is bound 
to be distinctive. Too many merchants, 
particularly the small specialty shop- 
keepers, are apt to ask the architect 
selected to do the store remodeling 
or building to produce something 
closely resembling the store of a success- 
ful competitor. Not enough architects 
and merchants realize that a store com- 
petitor may be not only the nearest 
store selling the same kind of merchan- 
dise but a store selling unrelated mer- 
chandise, such as the neighborhood florist, 
confectioner, or motion-picture theater. 
If a woman with one dollar to spend 
sets out to buy a blouse or a pair of 
hose, and is deflected by the florist’s 
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shop to the extent of buying a small 
potted plant, or by the confectioner’s to 
buy a chocolate malted milk, even if 
she has withstood the movie offering, 
she has nothing left to spend at the 
lingerie shop. If the lingerie shop had 
definitely established itself in the wom- 
an’s mind, however, the chances would 
be even that she would arrive to pur- 
chase her hose with the dollar intact. 


THE FOYER 


Four factors contribute to the success 
of the design of the store front: (1) 
the foyer, door, or lobby, (2) the display 
window, (3) the firm name, and (4) the 
facing. 

One of the first store fronts designed 
in this country, which was considered 
primarily from the standpoint of mer- 
chandising requirements rather than 
purely architectural form, was designed 
eight years ago by Mr. Vahan Hagopian, 
New York architect, for the A. S. Beck 
Shoe company. This design has since 
been copied and distorted into almost 
innumerable forms, some entirely de- 
feating the purposes for which this 
particular design was created. The re- 
sult has been that this design now ap- 
pears almost banal, yet the original 

-conception was so well thought out 
that all attempts to better it have 
proved unsuccessful. Fads for curving 
windows and invisible glass will come 
and go but nothing will take the place 
of a well-scaled window covered by a 
glass, angled to the right degree to give 
the maximum visibility of the merchan- 
dise for the passer-by. 

The basic principle upon which the 
Beck store front was planned was that, 
by angling its windows so as to present 
panes of glass which were as nearly 


perpendicular to the line of vision of 
the passer-by as possible, the distortion 
and reflection resulting in ordinary 
panes of glass would be reduced. The 
windows were then arranged in such a 
manner that the customer who paused 
in the foyer to look at the merchandise 
was gradually led toward the door by 
the converging lines, nor did she ob- 
struct the passage of others (see floor plan 
of the foyer, figure 1). At no time was 
any opposing line introduced in the ceil- 


Courtesy Vahan Hagopian 
VESTIBVLE 


ON AVENUE 
Fic. 1 


ing, floor, or windows. All lines on the 
face of the store front also converged 
toward the foyer, giving additional force 
to the design. At no time was any 
attempt made to produce startling or 
modernistic architecture. The design 
was purely functional and an outgrowth 
of the peculiar problems of the store. 
The same subtle means were used in 
the store to guide the customer to her 
seat and speed her purchase of the 
merchandise. 

Something of this same result may 
be expected from facades with the 
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rounded windows that are proving 
popular, but with this reservation: the 
convex and concave glass surfaces cut 
down on the visibility of the merchan- 
dise by producing considerable distor- 
tion and reflection on the curved sur- 
faces. Floor plans of these rounded 
facades are given in figure 2. 

It would be hard to overestimate the 
importance of the welcoming or entic- 
ing entrance or foyer, both as part of 
the design of the front and for its value 
in putting the customer in a receptive 
state of mind. 


WINDOWS 


Careful study of the display require- 
ments of various kinds of merchandise 
has led to the introduction of smaller 
display windows which are placed with 
a regard for their lighting and to facili- 
tate examination of goods by the 
averager shopper. For example, while 


shoes are best displayed below eye level, 
they should not be so far below that it 
is necessary for the customer to stoop 
and peer at the shoes to see the style 
and materials; nor is it necessary to use 
large windows for interesting display. 
Jewels of quality and accessories are 
also best displayed in a small setting, 
below eye level. In addition, smaller 
focus windows greatly reduce the cost 
of lighting the windows by lowering 
the fixtures, reducing their intensity, 
and controlling the plasticity of the 
light. Small windows leave enough 
space on the face of the store to accom- 
modate an interesting name design, a 
well-designed door, and a facade of an 
interesting material. The problem of 
reflections from the street and stores 
across the street is also eliminated since 
a light-absorbing material may be used 
for the facade itself. 


Courtesy Vahan Hagopian 
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NAME 


Since the whole store front is an 
advertisement for the store, the name is 
entitled to particular attention. Fig. 3: 
The name should be an integral part of 
the design. In other words, the archi- 
tect who designs the store should also 
design the sign, and have it made by a 
reputable sign maker. Often the name 
is put on after the entire front has been 
finished; in this case a sign maker hangs 
a sign of standard lettering over the 
window. Most people are very lazy 
about reading and since it requires a 
certain amount of effort to read any 
one will respond more quickly to a 
design form, such as a_ trade-mark. 
Money is well spent in designing a 
characteristic signature that is short 
and concise or a distinguishing mark 
that is used on the store front and is 
also carried on all the advertising. 

Fences: During the construction or 
remodeling of a store the law requires a 


fence across the front. In this country, 
this obstruction is generally a neglected 
opportunity. In Europe, these fences 
are sold to advertising companies who 
sell space on them. The merchant 
himself, however, should take this op- 
portunity to advertise his new store, 
which will open on the spot. The store 
can build up considerable anticipation 
in the minds of the passers-by by having 
the store name incorporated in a simple 
design on the mask and by using narrow- 
focus windows with merchandise in 
them. 


FACING 


The rapid increase in the manufacture 
of synthetic building materials and 
facilities for prefabrication of units for 
store fronts are introducing new faces 
which are interesting because of their 
color and texture. Permanent color 
may be used really for the first time, 
in such materials as enameled steel, 
laminated bakelite, colored cement, glass 
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brick, tile, translucent marble, stainless 
steel, aluminum compounds, copper 
shell, glass mosaic, and terrazzo. 

Color of facing: There is no longer 
any doubt of the superior value of color 
as a factor of selling. A color need not 
be intense or startling to attract atten- 
tion and remain in the memory of even 
the casual passer-by. An excellent ex- 
ample of this is the McGraw-Hill build- 
ing, built entirely of a medium value 
of blue-green, glaze-faced terra-cotta. 
This large building is pleasant to the 
eye yet not obtrusive and one which 
is always mentioned as almost a land- 
mark among the skyscrapers of New 
York. 

There is a definite association of 
thought between the color and the 
store that it represents. Some stores 
and many restaurants have begun to 
use intense strident colors on their 
fronts with an idea that they will at- 
tract attention and trade. Such may 
be the case for a short time, but intense 
color, like loud noise, becomes wearisome 


very quickly and in time it will require. 


a real effort to enter a store whose front 
is screaming with crimson, criton yellow, 
black, and chromium. Good taste is 
necessary at all times when working 
with color. Courage is also necessary, 
and the colors for any store should be 
selected only after a careful analysis 
has been made of the factors concerned 
in the sales policy of the store. Such 
factors are: (1) the class of merchandise 
which is to be sold, which includes of 
course a consideration of the type of 
people who would be attracted to the 
store and their color preferences; (2) 
the location of the store geographically 
and its orientation on the street (quality 


of light during peak hours, width of 
street), the surrounding parks, parking 
spaces; and (3) whether the neighboring 
buildings are stores or office buildings. 
It is the color of the store front that 
gives form to the store and distinguishes 
it from its neighbors. In northern 
cities, stronger colors are necessary than 
in warmer localities where the light is 
more brilliant. For example in Miami 
stores may be white, light rose, pale 
green, cream, and gray and still be 
colorful because of the sunshine, while 
the same stores placed on Fifth Avenue 
would look pale and out of place, be- 
cause during the winter months the 
light is uncertain. Moreover, there is a 
point of saturation wherever color is con- 
cerned. Just as color that is too intense 
is poor psychologically for the store 
front, too many colored store fronts on 
one block will also defeat their purpose. 
A black, dark blue, or brown front will 
steal the show from a series of colored 
fronts by sheer contrast of value and 
lack of chroma. This is an additional 
reason for studying the competitor’s 
store—not to follow his example but 
to gain distinction by contrast. A light 
store front will seem larger than a dark 
one. A front which is finished in one 
of the advancing colors—red, yellow, 
orange, yellow-green—will also seem 
larger. Muted colors such as gray blue, 
green, or dark purple will give the store 
a certain indefinable subtle air which 
may be desirable for some localities. 
Nothing has been said of the import- 
ance of window display, lighting, and 
interior decoration in relation to the new 
face. Each of these requirements should 
be worked out in consultation with an 


expert designer. 


o 


eo 


Accounting and Control Diviston 


Price Reductions Under the Retail 
Method of Inventory 


Joun W. WINGATE 


Here is an answer to a technical problem of the retail method of inven- 
tory that confuses students of the subject. 


Under the retail method of inventory, 
two types of price reductions are recog- 
nized: markdowns and revisions of retail 


downward. Markdowns have no effect 


on the markon (initial markup) per- 
centage, whereas revisions of retail are 
subtracted from total merchandise 
handled at retail before the markon is 


computed. The following example 
shows the difference: 
Cost Retail Markon 

Opening inventory........ $6,000 $10,000 
Revisions of retail down 

—1,000 

Total merchandise han- 

paws 21,000 35,000 40% 

Sales—net........ 20,000 
Markdowns—net... 3,000 
Total retail deductions... . . 23,000 
Closing retail book inven- 

Closing cost inventory 

(12,000 X .60)......... 7,200 
Cost of sales............. 13,800 


DEPRECIATING THE COST INVENTORY 


The effect of the above handling of 
markdowns is to reduce the cost value 
of the closing inventory to “market,” 
if the marked down goods are still in 
stock. For example, of the $3,000 
markdowns, $1,000 may have been 
taken on goods on hand at the end of 
the period and then retailing at $12,000. 
Before the markdowns, then, this stock 
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was retailed at $13,000. Since the 
markon is 40 per cent, the actual cost is 
$7,800; but the goods are valued at 
$7,200. The $1,000 loss in retail value 
reflects a loss of $600 at cost. This is 
a true loss in that the buyer would not 
go into the market at the end of the 
period and pay $7,800 to replace goods 
that he can reasonably offer for sale at 
only $12,000. He would not pay more 
than $7,200. 

Had markdowns been subtracted (as 
a revision of retail) from the total 
merchandise handled of $35,000, before 
the markdown was figured, the closing 
cost inventory would not have been 
depreciated. The markon would have 
been reduced from 40 to 34% per cent 

32,000 
would have been $7,875 (12,000 x 65% 
per cent), a figure slightly higher than 
the actual cost. This is clearly an in- 
flated cost inventory since the $1,000 
reduction in the retail value of the stock 
on hand has not lead to depreciation in 
the cost. 

It is clear from the above example 
that a retail price reduction that reflects 
a depreciation in the cost value of the 
goods should be treated as a markdown 
and not as a revision of retail. 


) and the closing cost inventory 
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THE REVISION OF RETAIL 

There are some cases where retail 
prices are reduced without signifying 
depreciation and loss to the store in the 
cost value of the goods. The most 
obvious example is a clerical error, for 
example, in pricing a lot of goods that 
cost 60 cents each at $1.50, where the 
buyer intended $1.00. The correction 
is clearly not a markdown in the tech- 
nical sense. The accumulated retail 
purchase figure should be corrected be- 
fore the markon is computed. 

In theory at least, price reductions 
that do not reflect depreciation in cost 
value, and where the goods reduced are 
likely to be proportionately represented 
in stock at the end of the period, should 
be treated as revisions of retail down- 
ward, not as markdowns. Discounts 
to employees are treated in the same 
manner as markdowns, not because they 
reflect depreciation, but because the re- 
duced goods go out of stock at once and 
are not represented in the closing in- 
ventory. To reduce the markon be- 
cause of such discounts would lead to an 
overvaluation of the closing cost stock, 
since the goods left on hand carry a 
markup higher than the “diluted” 
markon would indicate. 


CURRENT STORE PRACTICE 


While the theory of markdowns vs. 
revision of retail is clear, in practice it 
is dangerous to recognize many price 
reductions as revisions. There is danger 
that buyers will attempt to classify 
most reductions as revisions, thus show- 
ing small markdowns and overvaluating 
their cost inventories. 

In order to determine current prac- 
tice, the School of Retailing sent a 
questionnaire to the twenty codperating 


New York stores. Of these fourteen 
replied. The table gives eight varieties 
of price reductions and the number of 
stores checking each of the alternatives. 

It is interesting to note the extent to 
which practice varies. There is general 
agreement, however, that mechanical 
errors in pricing and reductions accom- 
panying rebates be treated as revisions 
of retail. One store reports that, if 
mechanical errors are not corrected in 
thirty days, the reduction is treated as 
a markdown. In connection with re- 
bates, since the allowance reduces the 
cost price, it is clear that a corresponding 
retail reduction should not be allowed 
to increase the markon percentage, as 
would be the case were a markdown 
taken. However, as one store indicated, 
a retail price reduction in excess of the 
retail value of the rebate should be 
treated as a markdown. For example, 
referring to No. 8 in the table, the 6-cent 
rebate might have been accompanied by 
a 15-cent retail price reduction. In this 
case, 10 cents is a revision of retail and 
5 cents a markdown. 

Most stores believe that errors in 
judgment in original pricing and reduc- 
tions to meet competition should be 
markdowns. In theory, if the competi- 
tive reduction is not accompanied by 
any lowering of market price, a revision 
is permissible. But the use of the 
revision in this connection might lead 
to an attempt to classify most reductions 
as revisions. Again, at inventory time, 
staple goods reduced, during the period, 
to meet temporary competition are 
likely to be restored to their original 
price, canceling the markdown. 

The greatest disagreement occurs in 
the case of cancellations of additional 
markups. In theory, if the cancella- 
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tion represents simply a retail price cor- 
rection that does not involve deprecia- 
tion or obsolesence in the cost value of 
the goods, it should be treated as a 
revision of retail. If the cancellation 
occurs because of a lower replacement 
cost or obsolescence, it should be treated 
as a markdown. In practice, it is most 
difficult to differentiate between these 
two possible effects; it is also difficult 
to determine whether the original 
markup was normal, above normal, or 
below normal. Furthermore, when a 
reduction is taken the buyer may not 
remember that the goods had formerly 
been given an additional markup. For 
these reasons, there is much to be said 


for treating most cancellations as mark- 
downs. 

Where goods are marked from above 
original retail to below it, the majority 
takes a markdown for the full amount. 
This is in line with the discussion above; 
but some treat part of the reduction as 
a revision of retail and the balance as 
a markdown. 

One store reports that it allows 
revision of retail only in exceptional 
and clear-cut cases. Every revision 
must be approved by controller or assist- 
ant. If a buyer’s request for revision 
is not approved, the reduction is treated 
as a markdown. 


How Etcut Types oF PricE REpuctions ARE HANDLED 


No. of Stores Reporting Use of Each Method 


Revision of Retail Part Mark- 
(Inc. down, Part 


An item marked accidentally 85 cents when the buyer in- 


tended 75 cents. 


2. Error in judgment in pricing (A)............ 


Item costing 60 cents looks very attractive and is marked 
$1.25. It fails to sell and a few days later is marked $1.00, 


a normal markup for the department. 


3. Error in judgment in pricing (B)............ 


Item costing 60 cents marked $1.00, a normal markup. 
Proves too high a price as soon as offered for sale and re- 


duced to 90 cents. 


4. Cancellation of additional markup (A)....... 


Item costing 60 cents marked $1.00, raised to $1.25, and 


later restored to $1.00, a normal markup. 


5. Cancellation of additional markup (B)....... 


Item costing 60 cents first marked 90 cents, a short markup. 
Later raised to $1.00, a normal markup. Still later, re- 


duced to 90 cents again. 


6. Above to below original retail.............. 


Item marked up from $1.00 to $1.10, later reduced to 90 


cents. 


7. Reduction to meet price competition. ....... 


Item (cigarettes) regularly sold at $1.10 reduced to $1.00 
because of competition. No change in wholesale value 


and store continues to replenish stock. 


8. Reduction accompanying rebate............ 


Mark- add. markup Revision of 
down cancellations) Retail 

1 13 
13 1 

13 1 
1 13 


Item costing 60 cents marked $1.00. Vendor grants rebate 
of 6 cents an item and goods reduced to 90 cents. 


Price Reductions 
1. Mechanical error in pricing................ 
| 
| 
| 
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Personnel and Management Diviston 


The Social Security Act and Personnel 
Administration 


O. PRESTON ROBINSON 


Here are the facts of Social Security that every student of retailing should 
know. 


On January first of this year, the 
Federal Old Age Benefit sections of the 
Social Security Act went into operation. 
On that dat: approximately 26,000,000 
workers, some 4,000,000 of whom are 


employed in retail stores, began con- 


tributing, together with their employ- 
ers, to an old-age benefit fund. This 
fund will accumulate under the watchful 
eyes of the Federal Treasury with the 
promise that it will be used to pay life 
annuities to every qualified worker who 
reaches the age of sixty-five and who 
quits working. 

On August 14, 1935, when President 
Roosevelt signed the Social Security 
Act, it was described by many as being 
the most far-reaching piece of legisla- 
tion that had been passed by the Con- 
gress in many decades. Since that 
time much has been written about the 
Act. Already, in its youth, almost 
before any phases of it became effective, 
it has been used as a political football 
during a rather heated and extremely 
lively presidential campaign. As a re- 
sult, much that has been written to ex- 
plain the Act has been biased and no 
little willfully misleading. It is under- 
standable, therefore, why there is still 
considerable confusion regarding it not 
only among employees whose wages are 
now being taxed but among employers 
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who must pay their payroll taxes and 
conform to the many reporting require- 
ments imposed by the legislation. 


BASIC FEATURES OF THE ACT 


Both to employees and to their em- 
ployers, the unemployment insurance 
and the old-age benefit phases of the 
Social Security Act are the most impor- 
tant. In order to visualize the full 
import of the legislation, however, it is 
necessary to consider all the basic 
social activities involved. The main 
features of the Act may be summarized 
under these nine headings: 


1. Grants of Federal funds to the States to 
assist them in the care of their needy 
blind 

. Grants to the States for the care of 
indigent old people 

. Specific allotments to the States for the 
care of dependent children 

. Financial help to the States for the 
development and maintenance of ma- 
ternal and child health services 

. Separate grants for the care of crippled 
children and for child-welfare services 

. Federal codperation with the States in 
the vocational rehabilitation of disabled 
persons 

. Assistance to the States in the develop- 
ment and maintenance of public-health 
services 

. A national system of unemployment 
insurance 

. A national system of old-age benefits 


a T 
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As stated above, these last two fea- 
tures affect most directly store workers, 
store expense, and personnel methods. 
The tax under the unemployment insur- 
ance section of the Act became payable 
at the rate of 1 per cent of taxable pay- 
rolls on January 1, 1936. It increased 
to 2 per cent of payrolls on January 1, 
1937, and will become 3 per cent in 
1938 and thereafter, at which time pay- 
ments for unemployment may be paid 
to workers who qualify under the law. 
Details of operation and administration 
of unemployment insurance depend upon 
requirements set up under the various 
State laws, each of which, to be accept- 
able to the Federal Government, must 
conform to a certain general pattern 
laid down in the Social Security Act. 
At the present time, the Social Security 
Board has approved the plans of some 
thirty-five States and the District of 
Columbia. 


THE FEDERAL OLD-AGE BENEFIT 
SYSTEM 


The old-age benefit system is the 
only phase of the Social Security Act 
that is administered exclusively by the 
Federal Government without State co- 
Speration. The most important fea- 
tures of this plan, which began operating 
on the first of this year, may be sum- 
marized as follows, so far as they affect 
retail employees: 


1. Accumulation of the Benefit Fund 


The fund from which old-age benefits 
will be paid is to be accumulated by 
equal payments from employers and 
employees as follows: 


1 per cent of wages in 1937 ’38, and ’39 
14 per cent of wages in 1940, ’41, and ’42 


2 per cent of wages in 1943, ’44, and ’45 
23 per cent of wages in 1946, ’47, and ’48 
3 per cent of wages in 1949 and thereafter 


The employees’ contribution will be 
paid by the employer through deduc- 
tions from wages. 


2. Employees Subject to the Taxes and 
Benefits of the Act 


All store employees under sixty-five 
years of age, with the exception of casual 
labor performed not in the course of the 
employer’s business, are subject to the 
provisions of the Act. Employees re- 
ceiving salaries in excess of $3,000 
yearly, however, pay taxes only on the 
first $3,000 of salary, each year. 


3. Payment of Old-Age Benefits 


a) Eligibility: Monthly pension pay- 
ments will begin to qualified individuals 
on and after January 1, 1942. To be 
entitled to benefits, an individual must 
be sixty-five years of age and must 
quit working. He must have received 
at least $2,000 in total wages since 
December 31, 1936, and portions of 
this sum must have been paid to him 
in each of five years before he reaches 
the age of sixty-five. 

b) Amount: The amount of the 
monthly benefits will depend upon the 
total taxable wages received by the 
individual from January 1, 1937, until 
he reaches the retirement age (65) and 
shall be calculated as follows: 


4 of 1 per cent of the first $3,000 
1z of 1 per cent of the next $42,000 
zy of 1 per cent of the remainder 


In no case will monthly annuities be 
less than $10 or more than $85. 
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For example, if an employee worked 
for twenty-five years before retirement 
and received total wages during that 
period of $50,000 he would receive 
monthly annuities computed as follows: 


} of 1 per cent of first $3,000 $15.00 
1's of 1 per cent of next $42,000 35.00 
vy of 1 percent of remaining $5,000 2.08 
Monthly benefit $52.08 


4. Procedure in Case of Death or Retire- 
ment Before Retirement Age 


If an employee contributing to the 
old-age benefit fund should die before 
reaching the retirement age, his estate 
will receive a lump-sum payment equal 
to 3} per cent of his total taxable wages 
received subsequent to December 31, 
1936. Furthermore, if an individual 
entitled to benefits should die after 
_ reaching the retirement age and after 
receiving some monthly benefits, his 
estate would still receive a lump-sum 
payment, provided the total monthly 
benefits paid do not equal 3} per cent of 
the individual’s total taxable wages 
during the period of employment. 


5. Security of the Employee’s Investment 


The Federal Government promises, 
under the Social Security Act, to fulfill 
its part of the agreement and make 
monthly payments to employees as 
they qualify. Although no contract 
exists, employees may be assured that 
in this case the Government’s word is 
as good as its bond. The Act itself 
takes every precaution to protect the 
employees’ investment. Under its 


stipulation, every employee regardless 
of the circumstances will receive from 
the fund more than he contributes to it. 

The five points discussed above sum- 


marize the most important phases of 
the old-age benefit sections of the Act. 
There are, of course, numerous complex 
and detailed questions, the answers to 
which may be obtained from a more 
detailed treatise of the subject or from a 
study of the legislation itself. 


THE PROBABLE EFFECT UPON STORE 
PERSONNEL PROCEDURE 


It is too early yet to describe the 
specific effects of the Social Security 
Act upon personnel procedures. Al- 
though the requirements of the Act 
have forced some temporary changes in 
record keeping and in personnel policy, 
no permanent changes will be adopted 
by most stores until a sufficient trial 
period has elapsed. The effects dis- 
cussed here are the general ones which 
will probably result from the legislation. 


1. The Probable Effect upon Store Pen- 
sion Plans 

It is the old-age benefit phase of the 
Social Security Act which will have the 
most far-reaching effects upon personnel 
administration. The first thing it has 
done is to give every store a formal 
pension plan. That this is an innova- 
tion is evidenced from the fact that a 
study made in 1931 revealed that not 
a single formal pension plan existed 
among one hundred department stores 
investigated.! The fact that the 
Government has shouldered this re- 
sponsibility may cause many stores to 
feel that their worries about super- 
annuated employees are over. It wili 
be unfortunate if this attitude is taken. 
Even at its maximum the monthly 
annuity possible under the Federal plan 
is not much. Furthermore, the plan is 


1 See Retailing, January 31, 1931. 
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rigid and does not take into considera- 
tion variations in individual needs. 
The Act is only a first-line defense and 
no such mechanical plan can take the 
place of human judgment. Far-sighted 
stores will continue their own informal 
private pensions as a supplement to the 
Federal plan. 


2. The Effect upon Personnel Records 


Due to the payroll reports required by 
the Government both under the unem- 
ployment insurance and under the old- 
age benefit phases of the Act, stores have 
been forced to pay renewed attention 
to personnel records. The result should 
be better and more complete records. 
Stores that formerly have had little or 
no information on labor turnover should 
now find that rather complete turnover 
records fit naturally into the types of 
payroll information that the Govern- 
ment requires. 


3. Effect upon Employment Procedures 


The Social Security Act emphasizes 
the importance to the employer of 
stability of employment. The Act 
makes haphazard employment methods 
still more costly and there is little doubt 
that there will be a renewed attention 
to better employment methods. Test- 
ing, both mental and physical, as aids 
to better employment undoubtedly will 
be given more serious consideration. 


4. Effects upon Employee Maintenance 
and Welfare 
The very fact that the Federal 
Government has felt public pressure 
sufficiently to cause it to pass the Social 
Security Act should reémphasize to 


employers the value of employment 
security. A feeling of insecurity is a 
paralyzing thing that inhibits the indi- 
vidual and saps his energy. As a matter 
of good business, stores should take a 
more progressive attitude toward all 
aspects of employee maintenance and 
welfare that will build a feeling of 
security and loyalty. These should in- 
clude (a) better job placement and train- 
ing so that the employee may be fitted 
quickly into his work, (b) more objective 
follow-up which will convince the work- 
ers that favoritism and personal prefer- 
ence will not play a part in transfers or 
lay-offs, (c) earnings more in line with 
needs, (d) opportunities for advance- 
ment and salary increases, and (e) 
better social service and welfare facilities 
for the purpose of developing a more 
wholesome store spirit. 

It is quite likely that stores operating 
Mutual Benefit Associations will dis- 
cover a falling off in their association 
memberships. Some employees may 
feel it a hardship to make payments to 
both the M.B.A. and to the old-age 
benefit fund. The personnel depart- 
ment should assume a positive attitude 
toward this problem, encouraging em- 
ployees to continue their membership 
in the association. Mutual Benefit As- 
sociations offer a type of protection not 
available under the Social Security Act. 

In general, the Social Security Act, 
although it may impose a temporary 
hardship both on employers and on 
employees, should in the long run prove 
highly beneficial to personnel adminis- 
tration, not only directly through its 
protective features but indirectly by 
improving employee-employer relation- 
ships. 
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Study Diviston 


An Examination in Retail Salesmanship 


and Advertising 


These questions are taken from the examination for regular teachers of 

merchandising and salesmanship given in New York City in the fall of 

1936. The solutions on page 30 are unofficial, representing answers 

suggested by members of the faculty of the School of Retailing. They 
have not been passed upon by the Board of Examiners. 


I 


a) For each of the following sentences write in 


the blank at the left the letter indicating the 
answer which best completes the statement: 

(1) Two complementary colors are (a) red 
and blue (b) blue and orange (c) blue 
and violet. 

(2) The section manager must authorize 
(a) a charge taken sale (b) a cash taken 
sale (c) a charge sent sale. 

(3) The most valuable testimony for an 
advertisement selling a correspondence 
course would be that of (a) graduates 
(b) movie stars (c) teachers. 

(4) The customers’ voucher is needed by 
the customer when she makes (a) a 
charge sent purchase (b) a cash sent 
purchase (c) a C.O.D. purchase. 

(5) The salesclerk can help the undecided 
customer make her decisions by (a) 
showing a wide range of merchandise 
(b) by giving her a good sales talk (c) 
by eliminating merchandise. 

(6) An appeal which emphasizes the loss 
incurred by failing to buy is (a) a nega- 
tive appeal (b) a strong appeal. 

(7) Acall slip is made out by (a) a customer 
who wishes to have merchandise called 
for by the store (b) the salesperson for 
merchandise wanted by the customer 
and not in stock (c) a buyer in ordering 
new merchandise. 

(8) A specialty salesman is one who (a) 

‘ gells one line of merchandise (b) calls 
on special trade (c) sells to the consumer 
at his home. 

(9) When a customer enters a store and 
asks for an article, which is advertised 
in the window, she has gone as far in 
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of compensating buyers in a store. 


the mental journey as (a) interest (b) 
desire (c) action. (9) 


b) Complete the following: 


(1) A —— buyer adopts a cautious and 
suspicious attitude toward the sales- 
man. 

(2) —— is head of the service division in a 
store. 

(3) Advertising articles of a certain class 
tend to —— the sales of articles per- 
forming the same functions. 

(4) The value of a location depends on the 
—— of people, why they —— and 
their ——. 

(5) Three types of merchandise usually 
placed on the first floor are ——. 

(6) The plan by which the unit cost of 
articles is reduced as the volume of 
purchases is increased is called ——. 

(7) It is most beneficial for a buyer to —— 
his buying among as —— houses as 
possible. 

(8) It is better to carry ——— assortments 
of —— lines in ready-to-wear than 
—— assortments of —— lines. 

(9) The —— takes care of the goods from 
the time it leaves the wholesaler until 
it arrives at the store. 

(10) A —— is an agreement containing a 
promise, enforceable at law. (10) 


II 


State and evaluate three effective methods 
(6) 


Ill 
What factors should be investigated by a 


buyer in making a study of slow-selling mer- 
chandise? 


(S) 
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IV 


Are the following “closes” for wholesale 
sales good or bad? Why? Improve them if 
possible. 

a) If you don’t buy now you can send the 
order in later. 

b) We can ship by water or rail; but I would 
suggest shipping by water if you are not in 

a hurry. It is cheaper. 

c) Either of the two grades of coffee will sell; 


they are both good. (6) 
V 
Appraise three agencies that have tended 
to improve the ethics of advertising. (6) 
VI 


Answer the following objections raised by 
prospective customers. 

a) A customer in a drug store asks for a can of 
“Red Circle” talcum powder. The sales- 
man gets it and says “35¢ please.” The 
customer replies “I can get the same thing 
down the street for 28¢.” 

b) When an advertising agent tries to interest a 
manufacturer of high-grade shoes in adver- 
tising in a national magazine, the manu- 
facturer says, “Yes, your scheme is interesting, 
but trade is still too dead to justify the 
expense.” 

c) A real-estate agent attempts to sell a four- 
teen-room residence. The prospective buyer 
raises the objection that it is located in a 
district which is rapidly becoming a business 
section. (6) 

VII 


A manufacturer puts out an unusually effec- 
tive pressure cooker. Discuss the means to be 
employed in creating a sales market for the 
product. (7) 

VIII 

How should each of the following topics be 

motivated: 

a) A first lesson on the “sales check.” 

6) Counter display. 

¢) Buying motives. (9) 


IX 


a) In the teaching of salesmanship what should 
be the function of a demonstration sale? (2) 
6) Plan a demonstration lesson for the sale 
of a camera. (5) 


x 


Mr. Jones is a salesman for the A. B. C. 
Typewriter Company. 
a) Name five sources for securing lists of 
prospects. : (2) 
6) What pertinent facts should Mr. Jones have 
before he meets his prospective custo- 


mers? (3) 
c) State how this information may be ob- 
tained. (2) 


d) In preparing his sales talk what motives 
should he stress in each of the following 
cases: 

(1) A mother who buys ‘a gift for her son 
about to be graduated from high school. 
(2) An executive who needs it for his private 


secretary. 
(3) A journalist who does his own type- 
writing. 
(4) A retail merchant who puts it into his 
stock for sale. (4) 
XI 
Discuss on the broad basis of policy the price 
tag in window display. (6) 
xII 


A buyer in a department store orders $700 
worth of merchandise. He takes with him $50 
worth of the order and asks to have the re- 
mainder delivered February 2. Before the 
time of shipment arrives the manufacturer 
repudiates the contract claiming the market 
price has gone up. The department store sues 
the manufacturer, presenting as evidence an 
order signed by the buyer and the merchandise 
manager. The manufacturer’s signature does 
not appear on the order. Can the store collect 
for the loss? (6) 

XIII 

A buyer received a shipment of eighty pairs 
of shoes at $4.50 a pair. Ten pairs were the 
wrong size, and the others were of inferior stock 
not worth more than $3 a pair. Discuss fully 
the legal remedies that the buyer has, and state 
the legal principles involved. (6) 


Brief Answers to Retail Salesmanship and 
Advertising Examination 


(Discussion has been omitted, even though 
called for in some questions) 
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I. a) (1) Blue and orange. VI. a) If you will give us the opportunity to 


(2) Charge taken. verify the 28-cent price, we shall be 
(3) Graduates. glad to meet competition. 
(4) Cash sent. b) Advertising is the only effective 


method to attract trade to such an 
article as yours. The resultant sales 
will fully justify the expense but, like 
cause and effect, advertising outlay 


(5) Eliminating merchandise. 
(6) Strong appeal. 

(7) Either (a) or (b). 

(8) Sells one line of merchandise. 


(9) Action. must precede the sales result. 
c) (1) Appreciation in land values which 
b) (1) Careful. may more than offset any loss in the 
(2) Store manager. value of the house; (2) possibility of 
(3) Promote. remodeling the main floor into stores 
(4) Number — pass — purchasing with small apartments above (these 
power. are always in demand in such a dis- 


(5) Convenience, pick-up, novelties. 
(6) Mass distribution. 
(7) Distribute—few. 
(8) Complete—a few price—limited— 
many price. 
(9) Transportation company. 
(10) Contract. 


trict); (3) use as a boarding house 
(central location an asset for this 
purpose). 


VII. a) Develop a brand name. 
b) Negotiate for exclusive retail dealers 


in a district that has particularly good 
potentialities. 


II. a) Straight salary. 
6) Salary plus per cent of gross margin. 
c) Salary plus per cent of increase in 
sales. 


c) Internal promotion in stores through 
demonstrations, signs, etc. 

d) Joint (codperative) advertising with 
stores in newspapers. 

e) Following success in one district, ex- 
pand into other districts. 

J) Possibly, national advertising in con- 
sumer household publications. 


III. a) Rate of turnover in the department. 
6) Ratio of slow-selling stock to total 
stocks in comparison with the past 


and outside standards. 
VIII. a) Draw from the class an experience 
d) Possibilities of diapoesl without heavy where some one failed to receive a 
markdowns package from a department store on 


time and show that the failure might 
have been due to illegible or wrong 
address, erroneous recording of the 
amount that led to holding up the 
transaction, or to some other error 
that delayed the delivery. 

b) Make an assignment the day before 
for students to walk from a specified 
entrance over the main floor of a 
department store, noting merchandise 


e) Possibility that some items are better 
carried in stock until a more reason- 
able time for disposal arrives. 

f) Improvements in buying and selling 
technique to avoid further accumu- 
lation of slow-selling merchandise. 


IV. a) Bad. Too easy to defer purchase. 
b) Good. Close on a minor point. 
c) Bad. Does not aid buyer in coming 


to a decision. 


Advertising media themselves—news- 
papers and magazines; (2) Better Busi- 
ness Bureaus; (3) consumer groups 
such as Consumers’ Research and 
Consumers’ Union; (4) trade asso- 
ciations. 


offerings of special interest. Next 
day draw a chart of the floor on the 
board and have a student indicate in 
chalk his route over the floor and 
where he noticed merchandise. Ask 
questions as to what attracted him 
at each of these points, showing the 
importance of counter display, both 
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in stopping passers-by and in actually 
directing their movements through 
the store. 

c) Ask each student to mention an ar- 
ticle purchased recently and the basic 
reason for purchase. List these rea- 
sons on the board. 


IX. a) To provide practice for the class in 


applying principles; (2) to make in- 
struction interesting and specific by 
presenting examples of typical situ- 
ations before the class; and (3) to 
motivate a lecture by showing good 
and bad points in a sale—this fur- 
nishes an outline for the lecture. 


b) Demonstration Lesson 


1. Aim: To sell a better camera and one on 
which the store makes a profit to a customer 
who is a beginner and who does not know 
much about cameras. 

2. Preparation: We have already learned that 
three of the essentials in selling are (1) 
to have and use a thorough knowledge of 
the goods; (2) to sell an article that will 
give the customer permanent satisfaction; 
and (3) to sell an article that will yield the 
store a profit. The sale of a camera to an 
inexperienced customer provides an excel- 
lent example to demonstrate these require- 
ments. 


Motivation, presentation; and summary ommitted) 


X. a) (1) Lists of students and graduates, 


especially in business schools. 

(2) Lists of business offices and pro- 
fessional men, taken from direc- 
tories. 

(3) Lists of buyers some years ago 
who should now be in the market 
for new typewriters. 

(4) Coupon advertising where pros- 
pects write for a free pamphlet. 

(5) Lists of people who have rented 
typewriters. 


6) and c) 


(1) Complete knowledge of his own 
product — construction, special 
characteristics, price, delivery 
guarantee, company advertising. 
These are obtained by a study of 
machine itself, pamphlets, com- 
pany course, and, if possible, a 
trip through the factory. 


(2) Knowledge of all the chief com- 
peting makes—obtained by study 
of the machines, pamphlets, and 
discussion with users. 

(3) Answers to all conceivable objec- 
tions to the product—obtained in 
company course, by discussion 
with experienced salesmen, and 
through own experience. 

(4) Knowledge of interests of each 
customer so as to relate the 
purchase of the typewriter to those 
interests—obtained by advance 
discussion with some acquaintance 
of prospect or from some fact 
about the prospect appearing in 
the news. The source from which 
the prospect’s name was obtained 
often provides an excellent clue 
as to his interest. 


d) (1) Give him a good start in life. 


(2) Better looking letters that will 
result; saving in time; and in- 
creased interest that secretary 
will have in her work. 

(3) Pleasure and convenience in hav- 
ing a new, first-class machine. 
Also improved appearance of 
manuscripts leading to more 
ready acceptance by editor. 

(4) Sales and profit possibilities. 


XI. Advantages: The window becomes a 


silent salesman. The customer is 
given at a glance the facts she needs 
to know before she can be moved to 
action. The price announcement saves 
the customer’s time. When the prices 
are reasonable, the announcement may 
add to the prestige of the store and 
attract people who would not enter 
otherwise. 


Disadvantages: The price may cheapen 


the window. If the price is high, 
people may fail to come in to inquire 
further, whereas were the price un- 
known they might inquire; if found too 
high, the salesman would have an op- 
portunity to show and sell less expen- 
sive merchandise. 


Conclusion: The price tag is to be desired 


in the promotion of popular priced 
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merchandise where the store wishes 
to attract trade to specific items in 
the window. But when the windows 
are used for prestige purposes in cater- 
ing to a select clientele, the price tag 
may well be omitted. 


=u. Yes. This is a unilateral contract. The 
buyer made an offer in the form of an 
order which was accepted by an act, 
the delivery to the buyer of part of 
the order. So long as the buyer can 
prove partial delivery against his order, 
he can prove the existence of a con- 
tract and thus hold the seller. 


XIII. In this answer, it will be assumed that (1) 
the shoes were bought by sample or 
description, (2) the buyer was a 
merchant or legal agent of a merchant, 
and (3) the goods were sent as a result 
of a legal contract between buyer and 
seller. 


The terms of the contract were not 
fuiflled; therefore, the buyer has a 
cooice of a number of remedies: (1) He 
inay refuse to accept the shoes and 
return them at the seller’s expense. 
(2) In addition to returning the shoes, 
he may buy the ordered goods from 
another vendor and sue the original 
seller for any price he may pay in 
excess of the contract price. However, 
in the case of shoes, the buyer may not 
be able to obtain exactly the same 
styles elsewhere and, therefore, have 
no basis for suit. (3) He may corre- 
spond with the seller and agree on a 
revised price commensurate with the 
quality of the shoes. (4) He may 
keep part of the shoes and return the 
remainder, since this is a “divisable”’ 
contract. This point was passed upon 
in U. S. A. 69, Portfolio ». Rubin, 233 
N. Y. 439. 


Book Reviews 


Group Selling by 100,000 Retailers, by 
Gordon C. Corbaley. New York: 
American Institute of Food Distribu- 
tion, Incorporated, 1936, 190 pages. 


At a time when corporate chains are investi- 
gating the possibilities of converting into volun- 
tary chains and when small independent 
merchants are showing considerable interest in 
combining with wholesalers to form voluntaries, 
it is particularly appropriate that the American 
Institute of Food Distribution publishes its sur- 
vey based on questionnaires sent to voluntary 
grocery chains. 

As the title suggests, the advantage of 
voluntary chains lies more in aiding selling 
than ia buying. These selling aids include 
advertising services, store-layout advice, and 
private-biard promotion, among others. The 
forty table. yive statistical information regard- 
ing almost every phase of voluntary chain 
operatior.. Details of the operating methods 


of such important groups as National Retailer- 
Owned Wholesale Grocers (NROG), Inde- 


pendent Grocers’ Alliance (I. G. A.), and Red 
and White Stores are discussed. 
E. O. S. 


Elements of Retail Selling, by Paul H. 
Nystrom. New York: The Ronald 
Press Company, 1937, 357 pages. 


Dr. Nystrom has done a good job of con- 
densing the fundamental facts and problems 
connected with running a retail store in his 
new little book—Elements of Retail Selling. 
The book will serve as an excellent text for a 
general beginning course in retailing. The sub- 
ject matter discussed covers types of retail 
outlets, principles of store operation, store and 
selling personality, store housekeeping, receiv- 
ing, sales routine, salesmanship, etc. 

As an appendix to the text material the 
author has prepared a number of self-tests in 
retail selling. These should prove helpful both 
in the classroom and to the casual reader who is 
interested in improving his knowledge of the 
field. 

O. P. R. 


